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ABSTRACT 

The change in the equality of per-pupil expenditures 
of 22 metropolitan Milwaukee school districts before and after the 
implementation of the Wisconsin new power equalization formula for 
school finance is investigated in this study. The equality of 
per-pupil expenditures for line items that compose the current 
operating expenses of a school district is computed using the 
traditional standard deviation statistic and the Gini coefficient. 
The values of these statistics are compared for the two years that 
straddle the implementation of power equalization^ 1972-73 and 
1973-7*. The results demonstrate that the equality of per-pupil 
expenditures increased for most of the line items and for total 
current operating expenses after the implementation of district power 
equalization. An extensive bibliography is included. (Author) 
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ABSTRACT 

THE FIRST YEAR IMPACT OF WISCONSIN SCHOOL FINANCE 
LEGISLATION, 1973, ON THE EQUALITY OF EDUCATIONAL 
EXPENDITURES IN TWENTY-TWO METROPOLITAN MILWAUKEE ' 

SCHOOL DISTRICTS 

Thomas C, Ripley, Ph,D, 

The change in the equality of per pupil expenditures 
of twenty-two metropolitan Milwaukee school districts be- 
fore and after the implementation of the State of Wiscon- 
sin's new power equalization formula for school finance 
is investigated by this study. The equality of per pupil 
expenditures for line items that comprise the current operat- 
ing expenses of a school district are computed using the 
traditional standard deviation statistic and the Gini co- 
efficient. The values of these statistics are compared 
for the two years that straddle the implementation of 
power equalization, 1972-73 and 1973-74. The results de- 
monstrate that the equality of per pupil expenditures in- 
creased for most of the line items and for total current 
operating expenses after the implementation of district 
power equalization. 
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INTRODUCTION 

In the school year of 1973-74, the Wisconsin Department 
of Public Instruction instituted a new school finance. plan. In 
doing so , Wisconsin joined the ranks of states throughout 
the nation who have altered their method of school finance 
to achieve greater equality of educational opportunity. 

The major aspect of the new finance plan, termed power 
equalization, attempts to equalize per pupil educational ex- 
penditures among school districts. No v;eighting scheme was 
adopted to differentiate the needs of school children. Such 
needs are addressed minimally by categorical grants to edu- 
cational agencies. 

The full implementation of the new finance plan is to 
take place gradually over ten years. This report presents 
an analysis of the per pupil expenditures from the two years 
that straddle the implementation of the new finance plan. 
The per pupil expenditures analyzed are the current operating 
expenditure 'line items from twenty-two metropolitan Milwaukee 
school districts . 

Both the Gini Index and the traditional standard deviation 
are employed to compute the variation in per pupil expenditures 
among school districts. These statistics can be used to analyze 
other finance plans as well. 



CHAPTER 1 



EQUAL EDUCATIONAL OPPORTUNITY 
AND SCHOOL FINANCE 
The search for equality has been one of the driving forces 
of the Western World. Governments have risen and fallen in the 
name of equality. The United States Constitution embodies this 
concept, and amendments have been added to extend equality to 
more Americans. 

In the decade of 1960, Americans took a closer look at the 
equality enjoyed by some of its citizens and found the situation 
wanting. During this period Congress enacted the 1964 Civil 
Rights Act, the Economic Opportunity Act, and the Elementary and 
Secondary Education Act among others* Both legislation and court 
decisions attempted to right the inequities found in housing, em- 
ployment, and education. 

In every instance, the definition of equality was the crux 
of deliberation. In cases where the individuals' capabilities 
were inherently unequal, the term equality was altered to mean 
equality of opportunity. This emphasis has unique implications 
for education. 

Education has long been cherished, particularly by Americans, 
as the great equalizer . We believe that education is the principal 
vehicle of economic fortune and social mobility, and that without it 
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equal opportunity in employment, housing and other areas is 
precluded. 

Because of this unique position, issues concerning equal 
educational opportunity have received massive attention. Again 
the definition of equality in terms of equal educational oppor- 
tunity became the crux of deliberation. Concensus on a defini- 
tion has been difficult. Communities have varying expectations 
•from schools; children have varying capabilities , motivation, 
and background; and schools have varying programs and resources. 
In addition, educational theory has not uncovered definitive 
relationships between resources and educational achievement 
(Coleman, etal. 1966). 

It is obvious after considering these dissimilar educational 
inputs that equality of educational opportunity cannot mean equa- 
lity of educational achievement. The National Educational Finance 
Project (NEFP) concluded that equality of educational opportunity 
in their view means that each child should have a substantially 
equal opportunity to obtain a public education appropriate to his 
individual needs. This definition shifts the burden to discrimi- 
nating the needs of children. Joel Berke (1972) concurs with 
this approach and has undertaken, as have others, to quantify 
the needs of children. These efforts have attempted to specify 
relative weighting factors based on social and economic variables, 
educational achievement, program costs and mental and physical 
capacities of children. This work is supported by the recommenda- 
tions of the NEFP (Johns, et al. 1971). 

Whether or not a scaling of educational needs is feasible, 
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the problem of measuring equal educational opportunity remains* 
John E. Coons (1970) offers a compelling argument for using edu- 
cational expenditures per pupil as a measure of opportunity in 
lieu of any existing alternatives. Coleman (1966), Bov/les and 
Levin (1968), and Benson (1965) are just a few who support the 
use of such a measure. Coons' arguments were persuasive enough 
to be adopted by the California Supreme Court and other state courts 
as part of a legal definition for equal educational opportunity. 

The acceptance of educational cost as a measure of quality 
and hence opportunity, however, should not eclipse the search for 
educational productivity functions. The cost-quality relation- 
ship is definitely not perfect, but it is the most feasible mea- 
sure of opportunity to date. 

If educational needs can be weighted effectively, the equa- 
lity of educational opportunity can still be related to cost. 
In this framework, equality of educational opportunity would exist 
when the educational costs per^ pupil are similar after being mul- 
tiplied by the inverse weighting factors of educational needs. 

Using educational expenditures as measures of educational 
opportunity, public school financing arrangements in a number of 
states have been challenged in the courts in the last five years. 
These cases have claimed that existing state financing policies 
do not ensure an individual's right to receive an "equal educa- 
tion", and thus they violate the Equal Protection Clause of the 
Fourteenth Amendment to the United States Constitution. With 
regard to the inequitable distribution of educational resources. 
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John E. Coons of the University of California Law Faculty and 
his colleagues, William H. Clune and Stephen D. Sugarman (1970), 
have offered the following possible judicial solution: "The 
quality of public education may not be a function of v;ealth other 
than the wealth of the state as a whole" (Coons, Clune, and Sugar- 
man 1970) . The California Supreme Court in its August 30, 1971, 
ruling on the case of Serrano v. Priest , accepted Coons ' arguments 
•and admitted at least tentatively, that the California school fi- 
nance system allowed the distribution of educational resources to 
be unduly influenced by a "suspect classification", namely the 
taxable v/ealth of individual school districts. 

The Serrano v. Priest decision established the basic legal 
framework for reforming educational finance systems. Similar 
cases follov;ed in other states, including Van Dusartz v . Ha tfield 
in the U.S. District Court of Minnesota, and Rodriguez v. San An - 
tonio Independent School District before the U.S. District Court 
for the Western District of Texas. 

The State of Wisconsin's school finance policy was similarly 
challenged by "Stoval" in the Milwaukee County Circuit Court, and 
by "Bedard" in the U.S. District Court for the Western District 
of V/isconsin (Ashwill 1973) . 

These two cases, however, were stayed pending action by the 
United States Supreme Court on an appeal of the District Court's 
ruling in the Rodriguez v. San Antonio Independent School District 
case (Ashwill 1973) . This appeal had been brought before the 
U.S. Supreme Court by the Board of Education of Texas, and on 
March 21, 1973, the Court handed down its decision. The decision 
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held that the Texas school financing system, relying like most 
states on local property taxation, did not violate the Equal • 
Protection Clause of the Fourteenth Amendment. The decision, 
however, was far from unanimous. By only a single vote, the 
5-4 ruling of the Court supported the constitutionality of the 
existing Texas finance system with respect to the Fourteenth 
Amendment (United States Supreme Court 1973, No. 71-1332, 24). 

While this decision effectively stopped, at least tempora- 
rily, the fight for educational finance reform through the fed- 
eral judicial process, the content and tone of the minority and 
majority opinions nevertheless encouraged the movement toward 
reform on other legal fronts. This support is particularly evi- 
dent in the last paragraph of Justice Powell' s majority decision: 

These practical considerations (with regard to equal edu- 
cational opportunity) , of course play no role in the ad- 
judication of the constitutional issues presented here. 
But they serve to highlight the wisdom of the traditional 
limitations of this Court's function. The consideration 
and initiation of fundamental reforms with respect to 
state taxation and education are matters reserved for the 
legislative processes of the various States, and we do no 
violence to the values of federalism and separation of 
powers by staying our hand. We hardly need add that this 
Court's action today is not to be viewed as placing its 
judicial imprimatur on the status quo. The need is appar- 
ent for reform in tax systems which may well have relied 
too long and too heavily on the local property tax. And 
certainly innovative thinking as to public education, its 
methods and its funding, is necessary to assure both a 
higher level of quality and greater uniformity of oppor- 
tunity. These matters merit the continued attention of the 
scholars who already have contributed much by their chal- 
lenges . But the ultimate solutions must come from the law- 
makers and from the democratic pressures of those who elect 
them (Ashwill 1973, p. 3) . 

In response to court decisions, state legislatures through- 
out the country began considering alternative school finance plans. 
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Additional motivation for a change came from citizens who were 
becoming more irritated by the inequities of property taxation. 
Such taxation is generally the prime source of school revenues. 

School finance models have two major dimensions-the alloca- 
tion dimension and the revenue dimension. Under the allocation 
dimension two basic categories of financing exist. These are 
flat grants. and Qqualizing grants. Both of these grants can be 
•computed using a uniform or varying amount per pupil, per teacher 
or some other unit. The varying amount is usually based on special 
needs of certain children. The flat grants do not consider the 
revenue-raising capacities of different school districts. The 
equalizing grants, on the other hand, allocate state funds to 
local school districts in inverse proportions to local taxing 
ability. 

The revenue dimension for classifying school finance models 
is composed of three categories; complete state support, joint 
state-local support, and complete local support. Another factor 
in the revenue dimension is the progressivity of the tax used to 
raise revenues. 

The NEFP has determined various weighting factors for early 
childhood, elementary and secondary, special, compensatory, and 
vocational- technical education. Along with these weighting fac- 
tors, an evaluation scheme was offered to evaluate state finance 
plans prior to their implementation . This evaluation scheme con- 
siders the equalization of educational opportunity since it dis- 
tinguishes between weighted and. unweighted finance programs; giv- 
ing a lower score to the unweighted schemes. 
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There are a great variety of finance plans employed by the 
states. Recently the states of Minnesota, New York, New Jersey, 
Delaware, Virginia, Connecticut, Massachusetts, Rhode Island, 
Illinois, North Carolina, California, Texas, Oregon, Nebraska, 
Kansas, and Utah have reviewed their finance policies in light 
of the movement to equalize educational opportunity and some 
states have already adopted new systems. Some of these systems 
.provide for local autonomy over educational expenditures while, 
implementing fiscal motivation to achieve equal per pupil expen- 
ditures among districts. One such state is Wisconsin. Its 
system employs an unweighted power-equalization scheme. This 
plan falls into the equalizing allocation and joint state-local 
revenue dimensions of the school finance model classification. 
Hov/ever, the new Wisconsin finance system does not include 
-weighting factors for educational need. Special educational 
needs ^re addressed by categorical aid. The remainder of this 
paper describes this system and evaluates its equalization impact 
on unweighted expenditures per pupil for twenty-two metropolitan 
Milwaukee school districts. 
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CHAPTER 2 



BACKGROUND FOR WISCONSIN'S 
NEW SCHOOL FINANCE SYSTEM 
On July 24, 1973, the Wisconsin State Legislature enacted 
Assembly Bill 300 (AB~300) with Senate Substitute Amendment 1, 
and changed the twenty-five year old financing policy of public 
education in V7isconsin. This legislation heralded Wisconsin's 
entry into the march toward educational finance reform that had 
begun throughout the United States. Motivation for such reform 
stemmed from the acknowledgement of inequities in both educa- 
tional opportunity and taxation. The Senate Substitute Amend- 
ment 1 to AB-300 was an attempt to attenuate these inequities. 

The new school finance plan ,was spurred by the Executive 
Budget Policy Papers, which were presented by Governor Patrick 
Lucey as part of the "Executive Budget Bill (AB-300) in February, 
1973. The motivation for the proposed changes came from many 
sources including the judicial pressures reported in Chapter 1. 
Archie A. Buchmiller, deputy state superintendent of the Wiscon- 
sin Department of Public Instruction, has effectively documented 
the background and motivation for the Executive Policy Papers of 
February 1973 (Buchmiller 1973). He cites the public's 
heightened sensitivity to educational costs at the turn of the 
decade and the recommendations of three governor-appointed task 
forces as instrumental in paving the way for Governor Lucey 's 
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proposed alterations in the finance and governance of elementary 
and secondary education in the State of Wisconsin. It was the 
Governor's Executive Budget Policy Papers pertaining to a pro- 
gram for "assuring equal educational opportunities through lo- 
cal educational agencies" , to be implemented by the Wisconsin 
Department of Public Instruction, which formed the basis for 
Senate Substitute Amendment 1 to AB-300 (Vlisconsin Department 
.of Administration 1973) . The major goal of this legislation 
was and is "to provide further equalization' of educational op- 
portunity to all Wisconsin students and to guarantee adequate 
financial resources to provide these opportunities to students 
in all school districts in the State regardless of the district's 
property tax base" (Buchmiller 1973/ sec. abstract). 

The extent to which this legislation will accomplish its 
goal depends upon action taken by local school districts. Buch- 
miller stated that the "proposed changes do not substantially 
reduce the disparities ia per-pupil costs (opportunities pur- 
chased) of high and low valuation districts". (Buchmiller 1973, 
p. 31). The existing court cases which have challenged Wisconsin's 
school finance policy have been rendered academic since the 
enactment of Senate Substitute Amendment 1 and the Rodriquez 
decision. Unless this new legislation equalizes the disparities 
in educational opportunity, which Buchmiller has predicted it will 
not, nev7 challanges to Wisconsin's school finance scheme will pro- 
bably be made in the courts. 

Most likely the new educational finance plan v/ill be chal- 
lenged because it does not thoroughly consider the educational 
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needs of the school children. Although the rhetoric around the 
new Wisconsin finance plan emphasizes its enhancement of educa- 
tional opportunity, its ultimate impact will only equalize un- 
weighted educational exj^enditures . Compensation for varying 
educational needs of school children is attempted through spe- 
cial categorical grants* These grants only recognize the need 
for compensatory early childhood education of educationally dis- 
'advantaged, transportation for students living more than 2 miles 
from school, and special programs for the handicapped. • Only 
$650,000 was provided for compensatory early childhood programs 
in 1973-74 and no other provisions have been made for special 
and compensatory education, disparities in regional costs, or 
den'sity and sparsity of student population. Thus, equalization 
of revenue-raising capabilities and possibly per-pupil expendi- 
tures will occur, but equalization of educational opportunity 
according to the individual needs of children may not. This 
may raotivate modifications of the new plan. Corrections for 
this type of inequity can be made by including weighting factors 
for educational need or by broadening the scope and amount of 

categorical grants. 

The disparities in per 'pupil educational expenditures among 

school districts in Wisconsin for the 1971-72 schoo^l year were 
reported in the Executive Budget Policy Papers to demonstrate 
the ^need for finance reform. The net operating cost per pupil, 
based on average daily membership (ADM) , ranged from a low of 
$609 to the State high of $1,684. This difference may be attri- 
buted in part to the varying regional costs-of-living within 
the State. However, disparities within a region would tend to 
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emphasize the inequities in fiscal resources that school districts 
provide for educational programs. 

Such disparities are particularly apparent within the Coop- 
erative Educational Service Agency #19 (CESA #19) , where over 
190,000 of the State's school age children reside. The net 
operating cost per pupil (ADM) of twenty-two school districts 
included in CESA #19 ranged fr^m a minimum of $936 to *a maxi- 
mum of $1,721 for the 1972-73 school year, (Ripley, 1975). Many 
of the wealthiest school districts in the State in terms of 
assessed property valuation per resident pupil (ADM) belong to 
CESA #19. The largest school district in the State, Milwaukee 
Public Schools, is also a member of this CESA. The extent to 
which the equality of educational expenditures per pupil has 
changed among school districts throughout the State, may well 
be indicated by the changes among school districts within CESA 
#19. 

This study presents two straightforward methods for measur- 
ing change in the equality of expenditures per pupil among dis- 
tricts and applies these measures to the expenditures of twenty- 
two school districts within CESA #19 foir the 1972-73 and 1973-74 
school years. These are the two school years straddling the 
enactment of Senate Substitute Amendment 1.. Although a compari- 
son of these measures does not in the strict experimental sense 
isolate the actual effect of Senate Substitute Amendment 1 on 
the equality of educational expenditures per pupil, such a com- 
parison would indicate whether the enacted finance policy ha's 
had little or no effect on equalizing educational expenditures 




per pupil among CESA #19 school districts at the district level 
during its first year of implementation. Due to the transi- * 
tional procedures for implementing the new educational finance 
scheme, which will be fully explained in Chapter 3, any change 
in the equality of educational expenditures from the 1972-73 
to the 1973-74 school year will likely be slight. However, 
awareness of the movement toward or away from equality would 
.be indicative of the impact of power equalization on the equa- 
lity of educational expenditures. 
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CHAPTER 3 



WISCONSIN SCHOOL FINANCE POLICIES 
In order to understand the ramifications of Senate Sub- 
stitute Amendment 1, the educational finance system for the 
State of Wisconsin should be understood. The school finance 
system is described in Chapter 121 of Title XIV of the State 
Statutes. A review of the school finance policy before and 
after the enactment of Senate Substitute Amendment 1 will set 
the stage for comparing any change in the equality of educa- 
tional expenditures per pupil between the 1972-73 and the 1973-74 
school years. 

The School Finance Policy Prior to 1973-74 
To promote educational programs which would meet or exceed 
state standards, two classes of aid districts were designated/ 
"basic" and "integrated" aid districts. Classification as an 
integrated aid district ensured a higher level of financial 
aid, but to attain this classification districts were required 
to satisfy more stringent educational program standards than 
those required to receive basic aid. Once a district was 
classified as basic or integrated, the amount of its per pupil 
state aid depended upon the following variables: 

1. the school district's net per pupil operating cost; 

2 . its equalized valuation ; 

3 . its mill levy rate ; 
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4. its teacher-pupil ratio; 

5. the state average per pupil net operating cost 
for the current school year for school districts 
of like organization; 

6. the state average per p^pil equalized valuation 
for the current school year for school districts 
of like organization. 

The number of pupils enrolled in a district's schools on 
the third Friday of September is referred to as its average 
.daily membership (ADM) , and has been the figure used to calcu- 
late state and school district per pupil statistics. This 
number includes only those students attaining age 5 on or be- 
fore December 1 of the school year in which they are enrolled. 
Kindergarten students are counted as one-half a pupil. If 
this total enrollment figure exceeds 25 times the number of 
full-time teachers employed by the district as of the same date 
then 25 times the number of teachers is the figure employed to 
represent the district's total enrollment when computing its 
state aid. 

By a school district's "net operating cost" is meant its 
cost of operation and maintenance minus its operational receipt 
for the current school year. Operational receipts include fees 
obtained from tuition, books, rental of property, etc. , as well 
as federal grants, and county and state aid. Prior to 1973-74, 
that portion of a district's per pupil net operating cost which 
exceeded the current state average for districts of like organi 
zation by more than 5%, was not considered when computing the 
amount of that district's state aid. However , ^ if * the district 
were integrated and operating both elementary and high school 
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grades, the 5% figure was increased 2% for every $1,000 the 
school district's equalized valuation per pupil was exceeded* 
by the current state average for districts of like organiza- 
tion. This increment was limited to allow a maximum of 120% 
of the statewide average per-pupil net operating costs (for 
like districts) to be used in computing state aid. This incre- 
mental adjustment for school districts with low per pupil 
equalized valuation was one way in which the traditional 
school finance policy attempted to equalize educational re- 
sources among districts. 

The school district's equalized valuation v/as the full 
value of the taxable property within its boundaries, as last 
certified by the Wisconsin State Department of Revenue. The 
guaranteed valuation per pupil was defined by the legislature 
and was a function of the district's classification as basic 
or integrated, elementary, high school or K-12. The 1972-73 
figures for guaranteed valuation per pupil are given in Table 1. 

A school district' s mill levy rate was either the actual 
tax levy rate imposed by the district, or its net operating 
cost divided by the guaranteed valuation, whichever figure was 
less. 

Prior to 1973-74, calculation of a district' s per pupil 
state aid was regulated by its* classification as either basic 
or integrated, elementary, high school of K-12. Each type was 
guaranteed minimum state aid, termed "flat aids". Th^se mini- 
mum values are given in Table 2. 



16 23 



TABLE 1 



1972-73 SCHOOL YEAR 
GUARANTEED VALUATION PER PUPIL 



School Districts 
Operating 


School District Classification 


Basic 


Integrated 


Elementary Grades 


$24,500 


$49,800 


Union High 
Schools 


$55,000 


$124,500 


Elementary and ^ 
High Schools 


^ $39,000 


$52,000 



" 24 



TABLE 2 



1972-7 3 SCHOOL YEAR 
MINIMUM STATE AID PER PUPIL 



Type of District 


Basic 


Integrated 


Elementary 


$30 


$70 


High School 


$40 


$88 


♦Elementary and" 


$30 


$70 


High School 


. $40 


$88 



*The top figure is the per-pupil aid paid for every 
elementary student and the bottom figure is the per 
pupil aid paid for every high school student. 



25 



18 



For a basic aid district operating elementary schools, 
three sub-classifications were possible, each requiring dif- 
ferent calculations to determine the amount of state aid to 
be awarded. If the district had less than 9 resident pupils, 
it received minimum aid. If the district had more than 10 
pupils and was not a one-teacher unit school with 12 or more 
students, the per pupil aid was its guaranteed valuation 
($124,500 in 1972-73), less the equalized valuation of the 
district, multiplied by the mill levy rate or 15 mills (which- 
ever was less) . A one-teacher unit school district with 12 or 
more pupils enrolled was paid a sum equal to $300,000, less 
the school district' s equalized valuation, multiplied by the 
actual levy rate or 15 mills (whichever was less) . 

Any state aid granted to a basic union high school district 
was contingent upon the district's levying a tax equal to 3 
mills or more for the year in which the aid was to be awarded. 
Once the tax was levied, this type of district received state 
aid equal to the amount by which its guaranteed valuation ex- 
ceeded its equalized valuation, multiplied by the mill levy 
rate or 10 mills (whichever was less) . A basic district which 
operated both elementary and high school grades, and which met 
the three mill levy rate contingency, received a sum equal to 
75% of the amount payable had it been an integrated aid district. 

Integrated districts were awarded a sum equal to 
the amount by which their guaranteed valuation exceeded 
their equalized valuation, multiplied by the mill levy 
rate. The tax levy rate required for elementary 
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and high school districts was 3 mills, and for K-12 districts, 
5 mills. 

In summary, the school finance policy for 1972-73 as 
outlined here, attempted to equalize funds for educational pro- 
grams among districts in three ways. The first concerned the 
method of computing a district's mill levy rate, on which its 
state aid depended to a great extent. The net operating corst 
.used to compute the mill levy rate for districts with groater 
than the state average per pupil equalized valuation was limited 
to 105% of the average for districts of like organization. For 
those districts with less than the state average, and operating 
an integrated elementary and high school district, the net 
operating cost used to compute their mill levy rate could be 
increased by 2% above the 105% standard, for every $1,000 the 
school district's equalized valuation was less than the state 
average, to a 120% maximum. These provisions allowed the poorer 
school districts to employ a higher mill rate in computing their 
state aid. However, they had also to impose this levy on the 
real property v/ithin the district. 

Second, school districts of a given type having low equalized 
valuation as compared to their guaranteed valuation were awarded 
more state aid. This was a result of the procedure for arriving 
at state aid discussed earlier. 

Finally, the designation of districts as basic or integrated 
was intended to motivate them to enhance their educational pro- 
grams in order to receive more state aid as integrated districts. 
This last aspect of the school finance: policy may have affected 

27 

20 



educational opportunity adversely as well, since some poorer 
districts would not have been able to afford to enhance their 
educational programs to qualify for higher state aid as inte- 
grated districts, these..„sc_hool districts would remain 
substandard. 

The School Finance Policy of 1973-74 
The 1973-74 school year saw the enactment and implementation 
of Senate Substitute Amendment 1 to Assembly Bill 300. "The pri- 
mary purpose of the changes must be considered to be a further 
equalization of educational opportunity to all Wisconsin students 
and the guarantee of adequate financial resources to provide 
these opportunities to students in all school districts in the 
state, regardless of the district property tax base." (Buchmiller 
1973, p. 4) The changes adopted to fulfill this purpose are 
highly complex. Most of the provisions overlap and interact, 
imposing indirect controls on school district expenditures through 
fiscal incentives, while avoiding explicit ceilings on districts' 
per pupil expenditures. As a result, the effect of these changes 
on the equalization of educational expenditures among school dis- 
tricts cannot be gleaned from the actual changes in the statutes; 
empirical monitoring of the effects is necessary here. Changes 
in the statutes are discussed only to set the stage for inter- 
preting the empirical results. 

The 1972-73^shared (aidable) costs included only the operat- 
ing costs as defined in the first part of Chapter 3. In 1973- 
74 these were augmented by Senate Substitute Amendment 1 to include 
up to $100 per pupil for the combined expenses of annual capital 
outlay and the principal and interest payments on- a district's 




long-term debt. In addition, the district's share of teacher 
retirement and social security payments, paid entirely by the 
State in 1972-73, was transferred to them and made eligible 
for inclusion in the shared cost for state aid computation. 
(Wisconsin Statutes 1974, Chp. 121.07(6)) 

The classification of school districts as basic or inte- 
grated, for the purpose of regulating their state aid, was re- 
pealed and a nev/ set of minimum educational standards that all 
districts must meet in order to qualify for state aid was im- 
posed. (Wisconsin Statutes 1974, Chp. 121.02) 

As in 1972-73, no tax or mill limitation was imposed by 
the State. However, any increase in the total budgeted expen- 
ditures for 1973-74 over those of 1972-73 was limited to $55 
per pupil (ADM) . The ADM figure used, to compute the allowable 
total increase could be either the 1972-73 or 1973-74 figure. 
The State Superintendent was granted the power to waive these 
cost limitations in 1973-74 if school districts were able to 
provide evidence of any of the following three conditions: 

1. that the quality of the district's educational 
programs would be substantially reduced due to 
cost limitations ; 

2. that the cost limitations would not permit the 
establishment of required programs; 

3. that the cost limitations would require the ter- 
mination of programs previously funded by federal 
aids. (Wisconsin Statutes 1974, Chp. 121.14, Sec. 
5-50) 

The principal change for the purpose of equalizing resources 
among school districts was .a revamping of the entire formula for 
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state aid. Tv/o guaranteed per pupil valuations . v/ere established: 
primary and secondary. The primary guaranteed valuations applied 
to educational costs which v/ere below 110% of the prior year's 
state average shared cost per pupil. A secondary guaranteed 
valuation was employed for educational costs per pupil above 
the 110% figure. The 1973-74 per pupil guaranteed valuation 
figures for the three types of districts, (elementary, high 
'school and K-12) , are given in Table 3. (Wisconsin Statutes 
1974, Chp. 121.07) 

The new method for arriving at the actual tax levy of a 
school district is known as "district power equalization". The 
basic principle of this method stipulates that districts which 
spend at the same level will tax at the same rate. The follow- 
ing is an explanation and example of district power equalization: 

In order to equalize the tax effort of school 
districts, all districts would calculate their 
primary required levy rate by dividing their 
primary shared cost by the primary guaranteed 
valuation for the district. The primary required 
levy rate, times the difference between the dis- 
trict' s equalized valuation and the primary gua- 
ranteed valuation would determine the primary 
aid for the district. This effect. is shown in 
Table 4 for District A, which has an equalized 
valuation of $40,000 per pupil. 

If the school district's equalized valuation 
exceeds the primary guaranteed valuation, a nega- 
tive net primary guaranteed valuation will result. 
Therefore, when this negative value is multiplied 
by the primary required levy rate, a negative pri- 
mary aid is produced. This negative primary aid 
represents money in excess of that needed to fund, 
the district's primary shared cost; therefore, 
the district would pay the excess amount to the 
state, which would redistribute it to districts 
with low equalized valuations. This "negative 
state aid" concept is illustrated in Table 4 for 
District B, which has an equalized valuation of 
$100,000 per pupil. (Kingston 1973, p. 5) 
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TABLE 3 



1-973-74 GUARANTEED VALUATIONS PER PUPIL 



Type of District 


Guaranteed Valuation 


Primary 


Secondary 


Elementary 


$68,200 


$40,600 


High School 


$170,500 


$101,500 


Elementary and 
High School 


$71,200 


$42,400 
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TABLE 4 
AN ILLUSTRATION OF FULL 
POWER EQUALIZATION 
(Kingston 1975, p, 5) 



District A District B 

Primary shared cost per pupil $ 1,050 $ 1,050 

/Primary guaranteed valuation per pupil t $ 70, 000 v $ 70,000 

Primary required levy rate .01500 .01500 

Primary guaranteed valuation per pupil $ 70,000 $ 70,000 

-Equalized valuation per pupil - $ 40,000 - $100,000 

Primary net guaranteed valuation per 

pupil $ 30,000 (-$ 30,000) 

Primary net guaranteed valuation per 

pupil $ 30,000 30,000) 

xPrimary required levy rate x .01500 x .01500 

Primary aid per pupil $ 450 (-$ 450) 



Primary cost per pupil $ 1,050 $ 1,050 

■Primary aid per pupil - $ 450 - (-$ 450 ) 

Primary tax levy per pupil $ 600 $ 1,500. 

Primary tax levy per pupil $ 600 $ 1,500 

^Equalized valuation per pupil - $ 40,000 y $100,000 

Actual levy rate .01500 .01500 
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The determination of the secondary tax rate and the compu- 
tation of secondary state aid are achieved in a similar fashion 
by substituting for the primary shared cost the shared cost 
above 110% of the state average per pupil cost for the pre- 
vious school year, for school districts of liKe organization, 
and substituting the secondary guaranteed valuation per ptipil 
for the primary guaranteed valuation per pupil. The total 
shared tax rate for the district is obtained by adding the 
primary and secondary rates together* In like manner, the to- 
tal state aid may be found by adding the primary and secondary 
aid together. . 

The above method is the implementation of full district 
power equalization. The secondary guaranteed valuation per 
pupil is a feature to motivate school districts to limit their 
per pupil expenditures* This formula and the shared cost limi- 
tation of $55 per pupil (ADM) above the 1972-73 shared cost 
would equalize the revenue-raising capabilities of school 
districts in the State of Wisconsin. Whether this would in 
turn equalize the educational expenditures among school dis- 
tr^icts remains in doubt. As well as the wealth of a district, 
the will of the school district's citizenry is a main determinant 
of its expenditures., ' . 

This situation of full power equalization did not exist 
for the 1973-74 school year. Along with the power equalization 
formula came legislation for a transitional period whereby the 
new school finance policy will be implemented gradually, over 
a period of ten years. School districts such as District B in 



Table 4 will not be required to pay negative aid until the 
1976-77 school year. Had any district received less gen- 
eral aid under the new financing policy in 1973-74 than it had 
received in the 1972-73 school year, the State agreed to pay 
90% of the difference. This percent will decrease every year 
by 10% until 1982-83. Thus, legislation has postponed full 
power equalization for ten 'years, ensuring only a gradual 
equalization of revenue-raising abilities among school 
districts. Likewise, any effects of power equalization 
on equalizing educational expenditures among school districts 
vrill only gradually become apparent. (Wisconsin Statutes 1974, 
Chp. 121.08(4). 

Due to the complexity of the changes in school -finance 
policy created by Senate Substitute Amendment 1, its goal of 
equalizing Wisconsin school districts' revenue-raising capabi- 
lities , and in turn their per pupil educational expenditures, 
is not easily assessed. Empirical analysis of educational 
expenditures per pupil among school districts provides the 
most direct way to measure the trend of equalization. To iso- 
late the regional variation in the cost of educational resources 
and yet consider a sizeable population of school children where 
disparities in educational expenditures exist, the school dis- 
tricts in the metropolitan area of Milwaukee have been chosen 
for analysis. All twenty-two of these school districts are 
included in CESA #19. 
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CHAPTER 4 



METHODS EMPLOYED FOR 
MEASURING VARIATION OF EDUCATIONAL 
EXPENDITURES AMONG SCHOOL DISTRICTS 
A school district's expenditures purchase a variety of 
goods and services. While the overall expenditures per pupil 
among school districts may approach equality, the dollars 
spent on specific goods and services may not be as equitable 
across districts. For this reason the analyses in this study 
deal with specific major line items in a school district's 
budget as v;ell as total current operating expenditures. These 
major line items have been investigated for twenty-two school 
districts included in CESA #19. 

The state-v/ide average equalized valuation per pupil 
was $38,609 in 1972-73. Among the twenty-two school districts 
considered, the maximum equalized valuation was $80,661 and 
the minimum was $28,910. These school districts are situated 
in an urban area where the costs of educational resources are 
assumed to be fairly equal (Wisconsin Department of Public ' 
Instruction 1973) . 

In the present study, two methods for measuring the equality 
of educational expenditures are applied to the 1972-73 and 
1973-74 Annual Report line items for the twenty-two school 
districts. Then these measures of variation for school years 
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1972-73 and 1973-74 are compared for each of the specific 
line items. 

These methods for assessing the variation of educational 
expenditures among school districts can be applied to finance 
plans other than that of Wisconsin, If school finance plans 
intentionally vary the allocation of resources per pupil ac- 
cording to some criteria of educational need, these methods 
•can still be applied. By employing the inverse of weightings 
used to distribute revenues, to school districts, the expendi- 
tures can be unweighted. If the variation of the unweighted 
expenditures per pupil is small then the school finance plan 
is providing equal educational opportunity as defined by the 
weighting formulation. VJhether the variation among school 
districts is small or not can be determined by the methods em- 
ployed in this study. Since the Wisconsin finance plan does 
not employ weightings according to educational needs, unweight- 
ing of educational expenditures is not necessary. 

Although this study only investigates the impact of the 
intended equalization of educational expenditures, weightings 
such as those reported by the NEFP could be employed to deter- 
mine the equality of educational opportunity that occurs under 
the Wisconsin plan. Of course, by employing the weightings 
of the NEFP, one assumes that these weightings reflect equal 
opportunity. 
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The Data Base 

The State of Wisconsin requires each school district to 
file an Annual Report of its receipts and expenditures for 
each fiscal year ending on June 30. This Annual Report also 
documents the population of children in the district, includ- 
ing the average daily membership (ADM) . The ADM is equal 
to the number of pupils enrolled on the third Friday of 
'September of the fiscal year, plus any pupils who are not 
then enrolled but who are residing in the school district, 
and who will become full-time pupils on or before December 1 
of the same year. 

The data base used in this study was constructed from 
specific entries on the Annual Reports of twenty-two school 
districts included in CESA #19 for the 1972-73 and 1973-74 
school years. Specifically the data are ratios of ten major 
line items from the Annual Reports and the ADM for each of 
the twenty-two districts for each school year. The ten line 
items v;ere taken from Part II of the Annual Reports. These 
line items and their respective DPI code numbers are given 
in Table 5. The sum of these line items is defined in the 
Uniform Financial Accounting Handbook^ for Wisconsin School 
Districts as the current operating costs of a school district. 
The descriptions of these line items have remained the same 
over the two school years under consideration, except for 
fixed charges. In the 1973-74 school year the employer's 
share of teacher retirement and social security was included 
under a district's fixed charges, whereas in 1972-73 this 
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TABLE 5 
MAJOR LINE ITEMS 
ANALYZED 



Name of Line Item on Annual Report DPI Code 

Administration 1000 

Instruction 1100 

Attendance ' 1200 

Health 1300 

. Transportation 1400 

Operation of Plant 1500 

Repairs to Plant 1600 

Fixed Charges 1700 

Transfers to Clearing Accounts 1800 

Capital Outlay (Replacement) 2200 
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expense had been carried by the State. (Wisconsin Statutes 
1974, Chp. 42.20) 

The data base for the two school years is presented in 
Tables 6 and 7. The expenditures per pupil for each of the 
school districts according to line item is shown. For some 
line items, such as attendance and health, a few school 
districts had no recorded expenditux;es . 

From a perusal of these two tables, it is difficult to 
ascertain whether the inequality among the per pupil expendi- 
tures for a given line item has increased or decreased for 
the 1973-74 school year. Two methods for measuring this 
variability are presented in the following section. One 
method measures the variability about each year's mean ex- 
penditure per pupil, while the other method employs the 
Gini Index to indicate the variability of the proportions of 
the Cumulative expenditures per pupil across school districts, 
for each line item, for the given year. 

Methods of Analysis 
The variance technique is a traditional approach to 
measuring the variability of a * distribution. This technique 
measures the total variation about the mean of the distribu- 
tion. Usually the square root of the variance, or the stan- 
dard deviation, is reported. In terms of the distribution 
of per pupil expenditures, a standard deviation of $100 about 
a mean of $600 for instructional expenditures may be viewed 
as more unequal than the same standard deviation about a mean 
of $1,000, although the standard deviations are the same. 
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Thus, although the standard deviation provides an exact mea- 
sure of the variation of the dollars spent on various educa- 
tional resources among school districts, a measure of the 
variation proportional to the mean value of the actual ex- 
penditures is also desirable. 

One such measure commonly employed is the Gini Index. 
This index is a measure of the extent to which proportions 
.depart from equality. In the present study a Gini Index has 
been computed for each line item expenditure. To obtain a 
Gini Index the school districts are ordered from lowest to 
highest based on per pupil expenditures for a given line item, 
and these expenditures are totalled cumulatively. Let y^ be 
the cumulative proportion of the total expenditures per pu- 
pil that i school districts spend for a specific line item, 
y^ being equal to 1, where n is the total number of school 
districts. For this study n = 22. 

Let x^ be the cumulative proportion of the number of dis- 
tricts included in y^ , x^ being equal to 1. If the y^'s and 
x^'s were plotted on a .graph as shown in Figure 1, the curve 
would slack away from the diagonal if all districts did not 
spend equal proportions of the total expenditures per pupil 
for the particular line item. The de^ee of slackness of the 
curve is a measure of the degree of this inequality. The 
slackness may be represented by Area A in Figure 2. An in- 
crease in this area indicates an increase in the inequality 
of the distribution of educational expenditures. The computa- 
tional formula for calculating the ratio of Area A to Area 
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(A+B) is 



n 



where G is known as the Gini Index (Hickrod et al. 1972) • 

When comparing standard deviations of school district 
expenditures per pupil from two different school years, the 
effects of inflation must be considered* The Gini Index, be- 
• ing a measure of equality among proportions , is not affected 
by across the board changes such as inflation* However, this 
is not the case v/ith the standard deviation. Inflation in- 
creases the standard deviation even though the variation in 
educational resources may remain unchanged. Thus, the stan- 
dard deviation of educational expenditures should be reported 
in constant dollars in order that year-to-year comparisons re- 
flect actual variations in the equality of educational resources 
among school districts. 

The standard deviation and the Gini Index of the reported 
expenditures per pupil for each line item under consideration 
have been computed for each of the school years 1972-73 and 
1973-74. 
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CHAPTER 5 

CHANGES IN THE EQUALITY OF EDUCATIONAL 
- EXPENDITURES FROM THE 1972-73 TO 1973-74 SCHOOL YEAR 
The means, standard deviations and the Gini Indices of 
per pupil expenditures for the 1972-73 and 1973-74 school 
years are given in Table 8. These statistics are given for 
each line item and for total current operating expenditures. 
The differences between the standard deviations and Gini In- 
dices for the two years are also reported. 

The means and standard deviations are in 1972-73 constant 
dollars. The constant dollar computations were based on the 
Milwaukee cost of living indices of 127.0 and 139.0 for Febru- 
ary 1973 and 1974, respectively (Bureau of Labor Statistics 
1973 and 1974) . A discussion of the total current operating 
expenditure statistics and those of the major line items is 
presented in this chapter. 

Current Operating Expenditures 
The mean total operating expenditures for the twenty-two 
school districts increased from $1,146 for the 1972-73 school 
year to $1,192 for the 1973-74 school year. This increase of 
$46 is less than the $80 increase in fixed charges, which was 
expected because of the inclusion of teacher retirement and 
social security . contributions in the fixed charges line item. 
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These contributions were borne by the State entirely in 1972- 
73. Since there is no substantial gain in mean expenditures for 
any of the other line items and in fact most of the line item 
expenditures per pupil decreased r the overall increase in cur- 
rent :::operating expenditures per pupil can be attributed to the 
addition of retirement and social security contributions to 
the school districts' expenses in 1973-74. 

The standard deviation of total current operating expenses 
also rose by $7.26 to $208.17. This increase can be attributed 
to the increase ir. the variation of fixed charges. Since the in- 
crease in the standard deviation of fixed charges is $16 and there 
is no substantial gain in the standard deviations of the other line 
items r the gain in the overall variation in current operating ex- 
penditures can also be attributed to the addition of retirement 
and social security contributions to school district expenses in 
1973-74. If fixed charges were excluded from operating expenses r 
the variation in operating expenses would decrease from 1972-73 
tol973-74 school year, denoting an increase iii ccjuality of educa- 
tional expenditures. 

The Gini Indices for current operating expenses decreased from 
1972-73, indicating that the school districts expended more equal 
proportions of their cumulative current operating expenses per pu- 
pil in 1973-74 than in the previous year. This movement toward 
equality of per pupil expenditures can exist along with the increase 
in the standard deviation because the amount of expenditures in- 
creased as v;ell . 

instruction 

The line item with the largest mean expenditure per pupil is 
instruction. This item includes between 65?; and 70% of the current 
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operating expenses. All three of the statistics for this item 
decreased demonstrating that less money in constant dollars was 
expended for instruction in 1973-74 than in 1972-73 and that 
the school districts had more equal expenditures per pupil for 
instruction than they had the year before. The standard devia- 
tion is- the largest of all line items, indicating that there is 
more disparity among school districts in absolute dollars spent 
for this line item than any other. However, districts spent 
more equal proportions of funds per pupil for this line item 
than any other as indicated by the low Gini Indices. 

Fixed Charges 

The second most costly line item in 1973-74 was fixed 
charges. The reason for the large increase in fixed charges 
is the inclusion of retirement and social security contribu- 
tions in 1973-74. The $80 increase in fixed charges is approxi- 
mately 10% of the instructional cost per pupil. Since .the in- 
struction line item is primarily composed of teacher salaries, 
and 10% is about the employer ' s share of social security and 
retirement contributions combined, this $80 increase is rea- 
sonable. The same proportional increase should be expected in 
the standard deviation for this line item. The $15.79 increase 
in the standard deviation is approximately 10% of the standard 
deviation of the instructional cost and thus supports this expec- 
tation. Since the increase in the standard deviation of fixed 
charges for the most part is caused by the variability of instruc 
tional -salaries, the large increase cannot be attributed 
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to more inequality in fixed charges as defined during the 1972- 
7 3 school year. 

The Gini Index decreased for fixed charges, indicating 
that although the amount of money spent on fixed charges per 
pupil almost doubled, the school districts expended more equal 
proportions of the sum of fixed charges per pupil in 1973-74 
than in 1972-73. This is reasonable considering that the 
added retirement and social security contributions to fixed 
charges were more equally distributed in terms of proportions 
in 1973-74 than were fixed charges in 1972-73 (i.e., 
the Gini Index for the distribution of the retirement and so-, 
cial security contributions per pupil is approximately equal to 
that of instruction in 1973-74 (.08334) and this is less than 
the Gini Index for fixed charges in 1972-73 (.12221)). 

Plant Operation 
The cost of plant operation decreased from $105.65 in 1972- 
73 to $102.72 in 1973-74. Both the standard deviation and the 
Gini Index also decreased. However, these decreases were slight. 
This is expected since the costs of plant operations are fairly 
stable for a given school system from year to year. For a de- 
crease in the variation of plant operation to occur, the physi- 
cal plants of school districts will have to become more equitable. 
If this change occurs it will definitely be gradual, and therefore 
the decrease in the variation of the per pupil cost of plant 
operations will be gradual as well. 
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Repairs to Plant 
The expenditure for repairs to plant was the only line 
item v/hose Gini Index increased from 1972-73. This increase 
was accompanied by a decrease in both the mean of expenditures 
for repairs and its standard deviation. This situation may 
have resulted from an attempt by some districts to economize by 
putting off repairs in the 1973-74 school year. Continued 
'monitoring of all line items should provide a firmer basis upon 
which to understand shifts in the equality of an expenditure such 
as this. 

Transportation 

The fourth highest line item expenditure is transportation. 
Equality of expenditures is not to be expected for this line 
item, because each school district has different transportation 
needs. Transportation is also an aidable item under categorical 
grants. The variation of expenditures for transportation indi- 
cates that the need and/or cost for transportation among school 
districts varies. 

The mean expenditures for transportation decreased from 
1972-73 to 1973-74. The decrease was accompanied by decreases 
in both the standard deviation and Gini Index. Thus the need 
and/or cost of transportation among school districts became more 
equal. However, the standard deviation is between 78% and 80% 
of the mean expenditure of transportation, which indicates a 
sizable variation among school districts. This is supported by 
the high Gini Index, and is not unexpected. 
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Administration 

The per pupil cost for administration was $37.07 per pupil 
in 1972-73 and $36.62 in 1973-74.' This decrease in real dollar 
expenditures per pupil for administration was accompanied by 
corresponding decreases in the standard deviation and Gini In- 
dex. The ratio of the standard deviation to the mean is referred 
to as the coefficient of variation * and is usually expressed as 
a percentage. The coefficient of variation for administration 
was 44.7% in 1972-73 and 42.9% in 1973-74. The coefficient 
of variation for instructional costs per pupil was 16.2% in 
both 1972-73 and 1973-74. This indicates the relative varia- 
tion in administrative costs among school districts is much . 
higher than the variation in instructional costs. This fact 
is "supported by the higher Gini values for administration 
(.21106 and .19894) than those for instruction (. 08403 and 
.08334). The drop in both the coefficient of variation and 
Gini Index for administration is greater than that for instruc- 
tion, indicating that although the discrepancies in administra- 
tion expenditures are greater than those for instruction , there 
v/as greater attenuation of administrative inequity. 

Capital Outlay-Replacement 
The greatest decrease in both standard deviation and Gini 
Index occurred with the line item for capital outlay-replacement. 
The mean per pupil expenditures for this line item was $24.09 
in 1972-73 and $20.07 in 1973-74. A possible explanation for 
this change is that all school districts, even the wealthier 
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oneS/ put off all but the necessary expenditures for replacement 
This lowered the mean expenditures per pupil and their variation 

Transfers to Clearing Accounts 
Both the mean and standard deviation for the transfers to 
clearing account items increased in 1973-74. The Gini Index, 
on' the other hand, decreased. This indicates that school dis- 
tricts decided to bear some of the increase in costs that oc- 
.curred in clearing accounts directly rather than curtail 
clearing account activities. School districts vary widely 

in the expenditures for these services as can be seen from the 
large standard deviation and Gini Index. An increase in the 
standard deviation with an accompanying decrease in the Gini 
Index indicates that the actual expenditures for clearing ac- 
count transfers varied more in 1973-74, while proportions of 
the cumulative clearing account transfers per pupil became more 
equal among school districts. 

Health and Attendance 
Both the health and attendance line item expenditures vary 
widely among school districts. Their coefficients of variation 
are about 175% and 230% respectively, and their Gini Indices 
are the largest of any line item. The mean expenditures for 
attendance increased by 12<^ in 1973-74 to $1.17 per pupil. 
This was accompanied by an increase of in the standard de- 
viation and a drop in the Gini Index. The health line item, on 
the other hand, was $1.00 per pupil in 1973-74; a drop from 
1972-73. This drop was accompanied by decreases in both its 
standard deviation and its Gini Index. Both the health and 



attendance line items have such large variations that one sus- 
pects that this line item is poorly defined or difficult to 
compute. If this is not the case^ there are sizable inequities 
in the per* pupil expenditures for health and attendance among 
school districts. 

Summary 

The results of the analysis of expenditures demonstrate that 
the twenty-two districts considered had more equal expenditures 
per pupil the year after Wisconsin's new school finance plan wcs 
implemented than in the preceding year. The inclusion of social 
security and retirement contributions in the school districts 
budget for 1973-74 was a confounding factor. When the influence 
of this factor was excluded all line items except three demon- 
strated more equal expenditures per pupil among school districts. 
The three exceptions, attendance, repairs to plant, and transfers 
to clearing accounts, had mixed results. Both attendance and 
transfers to clearing accounts had increases in their standard 
deviations and decreases in their Gini Indices. Repairs to plant, 
on the other hand, had an increase in its Gini Index and a de- 
crease in its standard deviation. The change in the Gini Index 
for total current operating expenses is about a 7% cie(irease from 
its 1972-73 value. If the change in variation of fixed charges 
is deducted from the change in variation of total current operating 
expenses (this is appropriate ' since only 1973-74 fixed charges included 
retirement and social security variation) the change in the stan- 
dard deviation of total operating expenses is about a 4.2% de- 
crease from its 1972-73 value. Thus the movement toward equal 
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educational expenditures has been positive but not sizable. 
Such results were anticipated because of the transitional imple 
mentation of full district power equalization. 
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CHAPTER 6 • • 

CONCLUvSIONvS 

The new Wisconsin school finance plan attempts to equalize 
educational opportunity in two ways. First, a power equaliza- 
tion formula has been adopted to equalize the revenue-raising 
capabilities of each school district. This formula when fully 
implemented provides school districts with the same amount of 
per pupil revenue if they have the same tax rate regardless 
of the wealth of their district. This feature is gradually 
being implemented over a ten year period. The second feature 
addresses th.e special needs of certain students by providing 
categorical grants to school districts and other educational 
agencies. The categorical grants include funds for compensa- 
tory "early childhood education, education for the handicapped, 
and transportation for students who live more than two miles 
from their school. 

The impact of this new finance plan on the per pupil ex- 
penditures of school districts was the subject of this study. 
The line item expenditures for twenty-two metropolitan Milwaukee 
school districts were investigated on a per pupil basis for the 
two years straddling the implementation of the new finance plan. 

The results disclose that after the first year of imple- 
mentation mean expenditures for current operations decreased; and 
equality of per pupil expenditures for current operations among 
school districts increased. These conclusions were drawn after 
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removing the employer contributions for teacher retirement 
and social security from current expenditures. This was a 
confounding factor since these contributions were not included 
in school district budgets under the old finance plan. 

It has been pointed out that the equality of educational 
expenditures is not necessarily a desirable outcome of a school 
finance plan. Due to various educational needs of children, 
.districts should have varying expenditures to meet these needs. 
Yet under the new finance plan, per pupil expenditures among 
school districts are intended to become more equal than they 
were under the old finance plan. The old finance plan permitted 
inequality among school districts other than that caused by 
providing for unique educational needs. 

Although the results support the contention that the new 

finance plan does increase the equality of educational expendi- 
♦ 

tures among school districts, the results are derived from one 
year's worth of data. There are many other factors that influ- 
ence the budgets of school districts such as economic conditions 
student enrollment, management plans and community relations. 
The expenditures of school districts should be continually moni- 
tored to ascertain the effect of the gradual implementation of 
the new finance plan. 
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CHAPTER 7 



ADDITIONAL RESEARCH NEEDS 
This study has attempted to investiga-te the impact of the 
new finance plan on educational expenditures. It has not in- 
vestigated the finance plan's influence on equal educational 
opportunity. To do this, cost differentials for educational 
needs must be derived. The NEFP (Johns et al.,1971) has recommended 
'some methods for computing these differentials. Along with these 
differential weighting factors, the special educational needs 
of school children must be ascertained. This data should include 
the type of educational needs and the number of children who 
have such needs in each district. With this information dis- 
trict weighting factors can be computed. These weighting fac- 
tors represent the relative district needs. If equal educational 
opportunity exists, per pupil school district expenditures 
should be proportional to these weighting factors. 
The needs that should be considered include 

parent education 

day care 

nursery school 

basic education 

middle school education 

high school education 

special educatioji j^q 



compensatory education 

vocational education 

transpqrtation 

capital building program 
The methods of measuring the equality of educational expenditures 
employed in this study can be applied to the measurement of edu- 
cational opportunity. This is done by employing expenditures 
per weighted pupil units instead of expenditures per pupil. 

Another research need is the investigation of the equality 
of educational opportunity within school districts. Under the new 
finance plan equal educational opportunity may be achieved among 
school districts, but the distribution of opportunity within a 
school district, especially large districts, may not be equal. 
Similar techniques can be employed to investigate this possibi-- 
lity, but the unit of reference will be changed from the school 
district to the school or possibly the classroom. 

The 1973-74 school year was the first of ten transitional - 
years before full implementation of power equalization. As power 
equal illation gradually becomes fully implemented, monitoring of 
the changes in the equality of educational opportunity among 
school districts should be continued. Both methods discussed 
and employed in this study can be used to analyze these changes . 
The effects and ramifications of Senate Substitute Amendment 1 
cannot be predicted directly from its legal formulation. The 
complexity of its structure and the aims, both implicit and ex- *^ 
plicit, of its many provisions make continual monitoring of the 
equality of educational opportunity among districts a necessity 
to ascertain whether the intent of this policy has become fact. 
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